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Vol. 20, No. 1
June 1993

REVIEWS
PATH A. MILLS, EDITOR
Indiana State University
REVIEWS OF BOOKS AND OTHER PUBLICATIONS
Peter Boys and John Freear (Eds.), Accounting History 19761986: An Anthology (New York: Garland Publishing, Inc., 1992,
402 pp., $70).
Reviewed by
Sudarwan
Case Western Reserve University
This book is an anthology of papers from Accounting History, the former journal of the Accounting History Society of
England and Wales, published during the years 1976-1986. Boys
and Freear selected 26 of 56 articles published in the journal.
The anthology covers several eras and topics in accounting history from the 15th century to the 20th century. It is divided into
eight classifications: General, Methodology, Auditing, Firm/Industry Studies, Corporate Accounting, Education, Bibliographies/Biographies, and Miscellaneous.
Three articles in the "General" section emphasize the importance of accounting history to the accounting profession and
to the entire economic community. The subjects of this section
are that: 1) accounting history ("was") has a relationship with
the present ("is") and the future ("ought"); 2) present problems
may be rooted in past solutions; 3) history provides parallels
from which we can obtain lessons; and 4) the study of accounting history should be useful in solving current problems.
The "Methodology" section discusses methods and techniques available to researchers and provides a taxonomy for
accounting history to satisfy requirements of historical research, 1) factographic (what was), 2) explanatory (why was
that so), and 3) theoretical (what follows from the study of the
past). Readers are exposed to the relationship between the concept of capitalism and the emergence of bookkeeping, and to
the ways accounting history research establishes historical facts.
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However, the discussion falls short of giving readers clues as to
the circumstances in which a certain methodology is most appropriate. There is also no discussion about the advantages and
disadvantages of each method. There is only a vague suggestion
that a combination of methods can be used in the study of
accounting history.
These first two sections seem to be intended to provide a
basis for selecting from articles included in the next sections.
One expects that the rest of the book will reveal a link between
the past, present, and future development of accounting. On the
contrary, most of the subsequent readings are confined to a
description or discussion of accounting practice in specific periods. With the exception of the paper by Freear in the "Firm/
Industry Studies" section, there is little provided to relate historical facts to current and future matters.
The "Auditing" section analyzes audit practices in the railway and marine insurance industries during 1840s-1860s. The
matters considered include conflicts between managers, shareholders, and government commissioners in the enactment of the
1845 Companies Clause Consolidation Act and the 1867 Railways
Companies Act as to who had the authority to appoint auditors
for railway companies and what were appropriate auditor qualifications.
The audit requirement for marine insurance companies was
established under the provisions of the 1844 Joint Stock Companies Act and under the 1845 Act mentioned above. What is important to recall about this period is that an auditor was required to own at least one share in the audited company; that
auditors were not necessarily public accountants; and that audit
reports had various forms, but were stated as a "true and correct" balance sheet.
The focus of the "Firm/Industry Studies" section is the relationship between cost accounting systems and pricing policy in
a monopoly or free market system and the related profit measurement systems implemented during the period from the 16th
to 19th century.
During this period both acquisition and repair of fixed assets were considered expenses and charged as incurred; business and personal expenses were not separated; accrued expenses were embedded in reserve and provision accounts; inventories were valued at c u r r e n t estimated price; income
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smoothing was a common, practice; and accounting information was available and used for managerial purposes.
This section also gives examples of how cost accounting
systems can be misused through the use and abuse of excessive
profits from government contracts. The authors enrich the
analysis by providing documents as examples of balance sheets
and income statements of companies in the late 19th century.
However, neither the illustrated financial statements nor the authors' analysis mentions "how" revenues were measured but
only the measurement of expense. This omission prevents readers from obtaining a complete picture of income determination
as commonly practiced in the period.
The remainder of the book indeed could be classified as
"Miscellaneous". It contains historical facts and short descriptions about the development of accounting thought, accounting
education, profiles of notable individuals in the U.K. accounting
profession, and other short analyses of early accounting practices.
A critical p a p e r a b o u t early 20th century a c c o u n t i n g
thought by Godfrey is the most interesting reading in this section. He argues that accounting thought before 1960 was: 1)
developed by a piecemeal approach rather than by development
of a single theoretical framework; 2) sought apologetics rather
than appraised; 3) classified rather than analyzed; 4) particularized rather than synthesized. With the exception of Paton, Canning, Sweeney, and McNeal, who were major accounting scholars in this period, he argues, others reflected inherited deficiencies. However, Godfrey fails to elaborate on the impact of such
alleged deficiencies on current problems or how such deficiencies might have been resolved. Further, he does not compare
early accounting thought with current issues or assess relative
advantages and disadvantages as such.
In general, this book of readings falls short of fully explaining selected elements in the development of accounting thought
and practice. If explaining the progress is an essential part of
historical study, this book does not fulfill one of its purposes.
However, this book does supply reading material to discuss accounting practice and problems in the past. Willing readers will
find the historical description a good starting point for further
analysis and for undertaking their own agenda.
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Junichi Chiba, A History of British Financial Accounting
Japanese] (Tokyo: Chuo Keizai, 1992, 407 pp., 7,000 Yen).

[in

Reviewed by
Yozo Sakaguchi
Case Western Reserve University
When Japan reopened its commerce to the United States of
America in 1854, its doors had been closed to foreign countries
for more than two hundred years. Needless to say, at that time,
there was no bookkeeping or accounting system in Japan that
was similar to those used today. But during the Meiji era (18761911), Japan's economy developed, expanded and encompassed
almost every type of industry. Under these circumstances, Japanese financial systems that were primarily influenced by British
financial accounting followed a European-style commercial
code. Thus, until the early 20th century, the British system was
the major influence on Japanese accounting.
This was the situation in Japan until after World War II,
w h e n a Japanese securities and exchange law was enacted
which was strongly influenced by the U.S. Securities Acts. As a
result, Japan's accounting system rapidly changed under the influence of the U.S. financial accounting system and the Securities Acts. Thus, two major external influences affected the basic
framework of Japanese financial accounting.
From these two influences, Professor Chiba considers issues about social and historical problems in modern Japanese
financial accounting, focusing on the influences of British financial accounting, the need to earn public trust, and the impact of political issues, which Chiba analyzes from a social science approach. He focuses primarily on the important period
from the beginning of the 19th century through the 20th century.
The book contains ten sections. Sections 1 and 2 seek to
define a basic structure for the British financial accounting approach using a social science methodology. The effects of passage of the modern Companies Act and of related accounts
based on British processes is examined in sections 3 and 4; the
"Lee Rule" is examined in sections 5 and 6. The accounting
system under the British Companies Acts during a period of
interventionism is the focus of sections 7, 8, and 9. Finally, the
"true and fair" view is considered in the last section. Each of the
sections is effectively related with others by the author's use of
social science and economic historical perspectives.
https://egrove.olemiss.edu/aah_journal/vol20/iss1/7
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Chiba's primary objective is to establish a basic structure of
financial accounting by means of a social science methodology,
relating the expected structure of a company's accounting to the
Companies Act. He examines original documents, but he does
not get distracted by legal form. Instead, he considers the social
and economic functions of these acts. He uses the social science
methodology of both Weber and Habermas to identify the public sphere.
This book identifies several contributions of the British financial system. First, there is a study of the Compulsory System
from 1844 to 1855. Second, the "true" meaning of the 1879
Companies Act and its voluntary rule is considered. Third, the
orthodoxy of a classified system of accounts defined by English
rules is pointed out. Fourth, in judicial cases, both the doctrine
of fiduciary trust and the duties of a corporate director as a
"commercial trustee" are noted. Fifth, the social and historical
meaning of the concept of a "true and fair view" is considered.
Finally, the process of preparing a distinct form for both the
"balance sheet" and the "profit and loss" statements is examined.
The author employs the title A History of British Financial
Accounting to a characterize this project, a major focus of his
scholarly career. The book, which is the summary of his many
studies about British financial accounting, took more t h a n
twelve years to complete. The use of original sources and references such as accounts, judicial cases, British parliamentary papers, copies of the original acts, and related bibliographies involved nearly five hundred sources. The author found most of
them in Guildhall Library in London while studying at the London School of Economics and Political Science in 1985 and
1986.
The book is published in Japanese and is not otherwise
available to readers of other languages. References listed in the
book alone are worth the effort of any scholars who have an
interest in the origins of financial accounting in Britain, as well
as "the accounts" during the period from the middle of 19th
century through the middle of the 20th century.
As a side note, readers might also have an interest in Professor Chiba's next project, which will extend his study about
the history of British financial accounting to contemporary
times.
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Louis Galambos and Joseph Pratt, The Rise of The Corporate
Commonwealth, (New York: Basic Books, Inc. Publishers, 1988,
286 pp., $19.95).
Reviewed by
Nandini Chandar
Case Western Reserve University
Galambos and Pratt provide an insightful and fast-paced
account of the growth and development of the American corporate economy over the past century. At a time when American
business is yet again in the midst of a crisis, the book is a timely
reminder of the value of history in analyzing contemporary
problems. Free enterprise and the government have had various
relationships over the years: friendly, adversarial, and sometimes both. The authors present in their book a dynamic picture
of U.S. business and public policy in the twentieth century,
which portrays the flexibility of the American business system
and its tradition of successfully adapting to change.
The reader is led from the world of J. P. Morgan at the turn
of the century, where a few powerful private investment bankers
could control an economy dominated by the entrepreneurial
firm to the world of Iacocca in the 1980s, where the power of
any individual is subordinate to that of the government. The
authors make effective use of these powerful symbols of the
American way of doing business during their times.
The framework for analyzing the development of institutions over time is their ability to strike a balance between innovations, efficiency, and environmental control. The authors also
portray the changing role of the government in three major areas over the century: single industry regulation, cross-industry
regulation, and government-directed activities.
J. P. Morgan's era saw the rise of the combine from the
entrepreneurial firm of the nineteenth century. The entrepreneurial firm, with its flexibility to innovate, played a vital role in
the nation's rapid economic expansion during that period. Out
of its inability to take advantage of economies of scale and its
lack of capital, came the centralized corporate combine. The
authors suggest that Morgan and investment bankers, because
of their unique role of selling securities to finance the combines,
became the chief architects of the system. The authors describe
the outstanding record of technical and organizational change
and economic growth that characterized the Morgan era on the
https://egrove.olemiss.edu/aah_journal/vol20/iss1/7
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one hand, and the abuses of power and natural resources and
growing tensions between the corporations and society on the
other.
The period 1901-1930 was characterized by an expanding
public presence, generally intended to limit the power of private
interests to manipulate the economy. The development of independent regulatory commissions, the passage of the antitrust
laws, and the creation of the Federal Reserve System marked
significant turning points in business-government relations. The
authors characterize the process of change in these relations as
"piecemeal, uneven, and at times, haphazard." These measures
were, the authors claim, "a curious innovation," and "a political
and intellectual compromise." It was also a "distinctively American approach to balancing public and private interests," a way
to have more government without more politics. The coming of
the Federal Reserve signalled the demise of the world of J. P.
Morgan.
This was also an era when business consolidated its controls. Managers had to learn to balance the firm's need for innovation against the need for control of its environment, and the
need to achieve high efficiency in mass production and distribution. Most of the large firms of this era were created through
mergers of competitors. There was a need for administrative
controls using more active and systematic forms of management. The results were organizations structured along functional lines, with increased specialization, a changed workplace
in response to mechanization, more formalized labor relations,
and vertical integration to achieve better control of the environment. The need for innovation and the great expansion of science and engineering at the turn of the century saw the beginnings of research and development and the modern industrial
laboratory. Companies took a long-term view. Small business
still had its role, transferring/generating innovations, and providing services where economies of scale or system could not be
achieved. A new type of political system evolved, where local
influence was becoming less important than effective lobbying
on the state and national levels. It was an era of "the associative
state," where cooperative forms of capitalism were practiced by
trade associations. The general prosperity of the firms and the
growing weakness of the labor unions lent support to the idea
that a new "corporate-liberal commonwealth" under business
control was here to stay.
Published by eGrove, 1993
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The first crisis of the new corporate commonwealth was the
Great Depression. The SEC was set up to regulate the performance of securities traders, and to provide for disclosure of
financial information. Business was afraid t h a t President
Roosevelt was driving toward socialism. The authors feel, however, that "what evolved was a set of new public institutions that
created a more stable capital economy and a more predictable
and profitable environment for business." Banking reform measures were introduced under the New Deal in the from of the
Banking Acts and the creation of the FDIC. One result of this
was functional segmentation along commercial and investment
banking lines. The authors state that no other nation chose this
form of segmentation, but "no other nation's banking system
had become so enmeshed in stock speculation."
The National Recovery Administration, the Reconstruction
Finance Corporation and the Federal Jobs Program were attempts to combat the effects of the Depression. The labor policies of the New Deal hastened the emergence of "Big Labor" in
the U.S. As a result of the impact of the Great Depression and
the New Deal, the life of the CEO changed dramatically: it was
increasingly difficult to strike a balance between efficiency, innovation, and control.
The American Era (1940-1969) saw "a process of reconciliation between business and American society." The war-induced
prosperity eased political tensions and focused on the need for
efficiency in mass production. The Federal Government's responsibility for the overall performance of the economy was
recognized. Presidents Kennedy and Johnson embraced "new
economics," which consisted of designing packages of monetary
and fiscal policies capable of stabilizing and sustaining business
growth while maintaining politically acceptable levels of unemployment and inflation.
Government spending for national security added to the potent economic impact of war. The authors suggest that it was
the war expenditure and not the New Deal that pulled the country out of recession. There was, however, concern over the
growth of this "military-industrial complex." Defense took over
significant portions of the nation's resources and creativity, and
affected two other areas of government investments: highway
building and space programs. The American Era also witnessed
a spectacular growth in science and technology, largely as a
result of federal support.
https://egrove.olemiss.edu/aah_journal/vol20/iss1/7
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The performance of regulated industries in this era was
generally favorable. There were lower pressures from cross-industry regulation.
The American Era saw "the modern firm in triumph." To
take advantage of favorable conditions, diversification, together
with decentralization, became important. By the end of the
1960s, there were large numbers of "conglomerates" and the
rationale of "synergy" began to appear. Decentralization enabled
quick postwar expansion into overseas markets with devastated
economics. In this scenario, "strategy flowed out of structure."
The multinational firm accompanied America's political involvement abroad. "Business normally followed the flag."
The authors suggest that this era saw "the corporate commonwealth at its peak." With federal and monetary policies stabilizing aggregate demand, they felt that "by that time, America
seemed to have discovered the proper way to harness corporate
capitalism without seriously injuring the market-oriented process at heart".
By the late 1960s, there were increasing tensions at home
and abroad, "as the fundamental conditions under the American
Era started to shift." As the U.S. was preoccupied in containing
Communism, new competition emerged from Europe and Japan. Governments of raw materials-producing nations asserted
national interests. America and its competitors ignored growing
evidence of the need for change and "were victims of their own
success." Regulatory agencies became inflexible when the economic setting began to change and when there was mounting
inflation.
U.S. business faced internal problems due to lack of creativity, taking a short-term view, being conservative about innovations and overly concerned about stability. Government policies
toward business did not work as well in the shifting international economy. Not until international competition began to
intensify in the 1970s did "the foundations of the corporate
commonwealth visibility begin to crack."
The authors suggest that the period 1970 to the present
marks "the second crisis of the corporate commonwealth." The
nation had grown accustomed to international economic success and could not easily make adjustments. "The American Era
was certain to end." Suggestions made in panic that America
should borrow ideas from other nations to solve its problems,
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"slighted the inherent strengths of the corporate commonwealth
and ignored the barriers to rapid, basic change."
There were "new misdirections in the public sector" as the
government tried to grapple with the change. The problems of
the weak domestic economy were compounded by rising energy
prices. "Something was wrong, but the experts could not agree
on the diagnosis or the cure." The government could not control
spending for defense and welfare. New areas of government
regulation provided added pressures on businesses' ability to
compete. Expenditures for R&D dropped off sharply, as corporations began to take a short-term view.
In this new era of international competition, reconstruction
began. The authors state that the late 1970s saw "the beginning
of a process of reconstruction that demonstrated convincingly
the single most important strength of the U.S. corporate commonwealth: its responsiveness over the long-term to the forces
of change." The authors claim that the most obvious shortcoming of the corporate order "was the lack of effective integrative
institutions that would enable the United States to recognize the
interrelated nature of its problems and to implement intelligent,
system-wide solutions."
Strategies in the private sector to cope with this new era
included de-conglomeration and scaling down, in an effort to
improve efficiency and innovativeness in the markets they still
served. There was a belief that small is innovative. New concepts of labor relations emerged in response to the challenges
posed by labor-management relations. Yet, according to the authors, "in no area does the historian's search for useful precedents in our past produce less evidence for optimism." There
has been a strong surge in deregulation in the face of increased
international competition. Deregulation fostered competition,
and, to some degree, innovation.
The Reagan programs attempted to reduce social security
spending and cross-industry regulation "to give U.S. companies
a breathing space in which to adapt to increased international
competition." Reagan's supply-side economics did not produce
"the miracle cure" and the budget deficit kept mounting. Deregulation increased takeovers and the unanticipated results
were crises in the financial and airline industries, accompanied
by a rash of bankruptcies.
The authors present their personal analysis of the current
crisis and suggest measures for speeding up reconstruction.
https://egrove.olemiss.edu/aah_journal/vol20/iss1/7
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Some of their suggestions include significant changes in the
public sector, reducing the deficit through reduced defense
spending, the judicious use of protectionist measures either
through tariffs or quotas, and direct aid to strategic firms by
setting up narrowly focused independent agencies.
Galambos and Pratt have provided a well-researched, wellwritten analytical perspective of the growth of American capitalism, and the interaction of American business and public policy.
The book is invaluable to students and leaders in business, and
those who wonder how and why "the American Century" lasted
only 25 years.

Yuji Ijiri and Rona A. Watts, (Eds.), Bill and Ruth Cooper and
Their Friends (Pittsburg: Carnegie Mellon University Press, 1990,
138 pp., Not Priced).
Reviewed by
Rodney K. Rogers
Case Western Reserve University
This book provides an introduction to the life of William W.
(Bill) Cooper. Bill has served several disciplines as a prolific
researcher, teacher and area administrator. He is a member of
the Accounting Hall of Fame. This volume is a collection of
speeches and essays in his honor written by former students
and colleagues, expressing appreciation for Bill's professional
and personal influence on them. As such, this volume does not
provide a critical perspective as to the significance of Bill
Cooper's contributions; it is clearly appreciative in tone. However, it does provide the reader with a personal insight into the
career of Bill Cooper.
The former students and colleagues who participated in this
activity came from all eras of Bill Cooper's career including the
u n d e r g r a d u a t e days at the University of Chicago, graduate
school experiences at Columbia University, and faculty and administrative positions at Carnegie Mellon, as well as his current
faculty and administrative responsibilities at the University of
Texas at Austin. Through these speeches and essays one begins
to understand events that have shaped Bill Cooper's approach to
problems. Herbert Simon discussed their time together at the
University of Chicago. This was during the Great Depression
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and such world events as the Spanish Civil War. These events
caused people to question the status quo and discuss alternatives. Simon posited that the "real education at Chicago was the
education of revolution" [p. 10]. Many of the speeches and essays describe Bill Cooper as a "revolutionary" because he looked
at problems in new and different ways.
In Cooper's response to the various remarks, he provides an
insight about those factors which influenced his approach to
problem solving. He received his formal academic training prior
to World War II in an era of "subject matter development."
During this time, Freud, Einstein and Keynes were all proposing
new theories. However, his academic career was after World
War II, during an "age of great methodological change." Thus,
he was forced to struggle with this new era and apply new
methods and approaches to various problems. Cooper's continuing interest in change is shown by his discussion of the need for
research in the area of bureaucracies and how organizations
deal with social problems. He proposes development of "flexible" bureaucracies and the need to consider ways to "inject
creativity and innovation into large bureaucratic organizations"
[p.97].
On the personal side of the subject, the volume contains
several "stories" regarding Cooper, such as his early career as a
professional fighter.
Several persons present aspects about Bill Cooper's years at
Carnegie Mellon University. During this time he was extremely
involved in the development of the Graduate School of Industrial Administration and the creation of the School of Urban
and Public Affairs. The approach that Cooper used in these activities sheds light upon his creative approach in shaping and
creating new organizations.
Bill Cooper has had an impact upon the accounting profession and this book provides the reader with interesting background information regarding his life and career. One should
read the book for what it is, a collection of speeches expressing
appreciation of Bill Cooper.
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R. H. Jones, The History of the Financial Control Function of
Local Government Accounting in the United Kingdom (New York:
Garland Publishing, Inc., 1992, 187 pp., $62).
Reviewed by
Leon Hay
University of Arkansas
The author, Rowan Jones, notes that this book is a "slightly
modified version of the author's Ph.D. thesis, submitted to the
University of Lancaster in 1986" [p. 3]. In the "Preface to the
Original Thesis" Jones wrote:
We do not know what local government accounting is,
or was: what has been written during its long history
has the abiding characteristic of being atheoretical and
ahistorical. It remains essentially a practice, borne out
of past practice [p. 5].
Jones' thesis, of course, relates to local government accounting
in the United Kingdom, but a similar comment could have been
made in relation to state and local governmental accounting in
the United States until the late 1970s.
The main purpose of the book, according to the "Preface to
the Original Thesis," is to answer the following questions:
Why do local authorities account the way they do? Why
is this accounting, in crucial respects, so different from
commercial accounting (fund accounting, capital accounting, budgetary accounting)? Why in other aspects
is it so like it (double entry, accruals)? Why did these
differences and similarities emerge [p. 7]?
Jones' research led him to conclude that the answers to the
above questions lie in the past; "indeed, they lie pre-1914" [p.7].
Evidence that the book is derived from Jones' Ph.D. thesis is
given by the title of Chapter One: "What is Local Government
Accounting? A review of the literature." The stated purpose of
the chapter "is to discover what is already known about local
government accounting and to explain why we need to know
more" [p. 9]. Readers who are familiar with the structure of
local government in the U.K., and the accounting model used by
those local governments, may feel that the chapter accomplishes
its stated purpose. Other readers are advised to skip Chapter
One and read Chapters Two, Three, and Four, which present
J o n e s ' synthesis of local government accounting from the
Published by eGrove, 1993
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Middle Ages through the first decade of the twentieth century.
Chapter Five, "Local Government Accounting as Statutory Financial Control," follows logically after the three historical
chapters. These four chapters provide the reader with the background needed to appreciate Chapter Six, "Implications for
Theory and Policy Making."
In Chapter Six, Jones discusses the following implications
for accounting theory as it relates to local government accounting in the United Kingdom: (1) budgeting and finance are inextricably bound up with local government accounting—therefore;
the matching concept is irrelevant; (2) statistics of annual net
expenditure drawn from the "revenue accounts" [revenue accounts in Great Britain are apparently equivalent to governmental fund types in the United States] are not costs, so cannot be
used as measures of economy or efficiency and are not useful
for comparative financial analysis; (3) the present accounting
model ignores holding gains and, also, ignores cost savings on
debt outstanding resulting from liabilities being fixed in monetary terms; (4) the recording of depreciation expense is irrelevant, and it would be inappropriate because it would affect the
(tax) rates collected; and (5) fund accounting is important in
distinguishing non-rate funds from rate funds (non-rate funds
appear to be equivalent to proprietary fund types in the United
States, and rate funds seem to be what Jones called revenue
accounts in earlier pages and what are called governmental fund
types in the United States). Jones' implications (1), (2), (4), and
(5) are equally valid in regard to state and local government
accounting in the United States; his implication (3) is also true
in the U.S., but it is not clear how it relates to the other four
implications for governmental accounting theory, or even to the
rest of the book.
Under the heading "Implications for Policy-making," Jones
observes that "the only unequivocal, intended users of local government accounting we have identified are the auditors" [p.
152]. In the United Kingdom, "the audit certificate has traditionally been a statement to the effect that the accounts are in
conformance with the law" [p. 152]. The law, Jones indicates, is
the financial control system established by the Treasury.
The implications for policy-making drawn by Jones from
his historical study of the financial control function of local
government accounting in the United Kingdom contrast markedly with the evaluation of governmental accounting in the
https://egrove.olemiss.edu/aah_journal/vol20/iss1/7

14

Mills: Reviews

Mills: Reviews [1993, Vol. 20, no. 1]

131

United States. Here, the objective of financial reporting is to
enable governments to fulfill their duty to be publicly accountable in a democratic society. The independent auditor's report
attests to the conformity with generally accepted accounting
principles (defined as financial reporting standards set by the
Governmental Accounting Standards Board, a body in the private sector).

Richard Mattessich, (Ed.), Modern Accounting Research: History,
Survey, and Guide (Vancouver: Canadian Certified General Accountants' Research Foundation, 1984, 487 pp., C$30.00)
Reviewed by
Stephen J. Young
Case Western Reserve University
The book, Modem Accounting Research: History, Survey and
Guide, by Richard Mattessich, contains a broad survey of academic accounting literature. Thus, it provides a valuable collection of material for those wishing to review the development of
recent accounting thought.
The book is divided into six major parts. Each contains an
introduction by Mattessich and several articles addressing a major field of accounting research. The work also includes an index of the names of accounting academics.
The first two sections of the book deal with the development of theories and methodology in accounting research. The
first part is a general introduction to the field of accounting
research. It consists of an article discussing the "Scientific Approach to Accounting" written by Mattessich himself.
The second section considers concepts of theory construction and the roots of accounting thought. It addresses the concepts of Thomas Kuhn 1 on scientific revolutions and the period
in which his thought influenced social sciences, including accountancy. The section also looks at the relationships of accountancy to economics and finance, and the socioeconomic
consequences of standard setting.
After these Introductory sections, the last four sections each
address a major field of continuing research in accountancy.
1
Thomas S. Kuhn, The Structure of Scientific Revolutions, International Encyclopedia of Unified Science, 2nd enlarged edition (University of Chicago
Press), 1970.
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The third section deals with the controversy between positive
and normative research and contains several papers discussing
or using the positive accounting methodology. The section is
closed with two papers addressing public choice and economic
interest in the standard-setting process.
The fourth section deals with the subjects of agency and
information economics. In order to assist the reader in understanding the influence of this literature, there are several survey-type papers that cover the fundamentals of this subject area.
The fifth part of the book deals with the empirical/statistical
literature in accounting. It is composed of four papers dealing
with a broad array of topics ranging from market studies to
behavioral accounting research.
The final section deals with "other" issues. This omnibus
section contains papers on managerial accounting, auditing,
a n d non-business (e.g., a survey p a p e r written by William
Vatter) accounting.
Appended to the book is a comprehensive index of North
American accounting academics (as of 1984). This is an invaluable, although somewhat dated, addition to the book.
There are at least two principal concerns about the monograph. First, one can argue that "depth" has been sacrificed for
"breadth." The work does attempt to cover a wide range of research topics at the cost of "depth." Many of the papers are
surveys, and therefore brush over major contributions. For example, seminal articles such as Jenson and Meckling [1976] in
agency research and Ball and Brown [1969] in market studies
are not included. Much of the spirit of subsequent research in
these areas cannot be fully appreciated without reading such
works.
The second principal concern, not inherent in the work but
caused by the timing of this review, is the date of the monograph. A great deal of work has been done in academic accounting since 1984. Empirical studies have developed into two massive branches: market studies and behavioral research. These
fields were far less developed eight years ago. Agency research
and the application of information economics to accounting has
also blossomed beyond any level conceived of in 1984.
Fortunately, a second monograph by Mattessich, intended
to be a supplement to this comprehensive 1984 effort, is now
available [Mattessich, 1991].
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Tradeoffs in content are necessary, but no major issue in
accountancy is unattended. Regarding the second criticism, all
books become outdated. Time is never particularly kind to authors, but the 1984 monograph has aged remarkably well. Many
of its topics form the foundations of accounting research today,
and therefore this work remains a useful item in a scholar's
library.
This publication's greatest value is as a "survey and guide"
to contemporary academic accountancy research. It therefore
meets its promised "mission". It also provides a base for further
inquiry, and the index of authors is most helpful. I recommend
the work both as a reader for an advanced accountancy theory
course or for practitioners who want to understanding the academic side of accounting.
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John T. S. Melzer, Bastion of Commerce in the City of Kings: The
Consulado de Commercio de Lima 1593-1877 (Lima, Peru: Editorial Concytec Peru, 1991, 208 pp., Not priced).
Reviewed by
Stephen F. Laribee
Eastern Illinois University
This book is a history of the Consulado de Lima, the mercantile regulatory body for Spanish South America. It follows
the course of events (1593-1877) for this institution and makes
references to numerous Peruvian documents and other sources.
The author states that very little has been written about this
exceptionally powerful Crown institution that controlled trade
from the City of Kings. For that reason, the book contains an
English, German and Spanish version of the text.
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The Spanish government had made use of the consulado
several centuries before introducing it to Peru. In time, "the new
consulado in Lima was to dominate the trade of the viceroyalty
of Peru in much the same way as the Seville consulado dominated that between Spain and the colonies" [p. 6]. This was
because it was given royal jurisdiction for all of Spanish South
America. The author includes a discussion of the role that the
consulado played in terms of the Council of the Indies and the
Casa de Contratación that preceded it.
In addition to the history of the Consulado de Lima, Melzer
describes the basic operation of the institution as a court and as
a major financial contributor to the Crown. He also gives general background information on the Spanish empire while narrating how the consulado responded to various economic and
political pressures. The Crown needed the Lima Consulado's judicial power and the taxes it collected for them. It was the tax
collecting function that gave the consulado its major source of
power during the seventeenth and eighteenth centuries.
During the mid and late eighteenth century, changes occurred in the imperial bureaucracy that abolished the Casa de
Contratación and took away the power of the Council of the
Indies. By the nineteenth century "the institution's prime concern was the financing of the vice royal government against the
encroachment of the forces for Independence" [p. 34].
With the Republic of Peru winning independence, its survival was dependent on collecting taxes. To that end, a new
constitution in 1828 reestablished the consulado in its full preindependence institutional form, except for some changes in the
court structure. The consulado continued to serve as "the financial palace guard for the kingdom of Peru" [p. 37] until 1887
when it was legislated out of existence.
The consulado's existence was very important to the financing of the Crown and later to the Republic of Peru. Because
detailed records of its collections have been maintained, it is
now also important to historians. This information is valuable
to researchers investigating the economic conditions that prevailed during this period and the trade that took place in South
America and overseas.
Melzer is to be commended for his research on this little
known, but important financial institution in the Spanish colonization of South America.
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Lee D. Parker and O. Finley Graves, (Eds.), Methodology and
Method in History, A Bibliography (New York: Garland Publishing, Inc., 1989, 247 pp., $75).
Reviewed by
Michael J. R. Gaffikin
University of Wollongong, Australia
It is difficult to know how to review a bibliography, but
presumably it must be relevant (and useful) and complete. In
the Introduction, it is stated that
The objective of this bibliography is to provide the accounting history research community with a comprehensive reference tool that will ultimately enhance their
(sic) understanding of methodological issues and enable them to employ research methods appropriate to
their subject of study [xiii].
It is tempting to ask whether this is an aim which is as
noble and romantic as the setting for the origins of the project
("a curbside cafe on a balmy summer's night in Pisa" [ix]). It is
difficult to believe that merely presenting a list of titles will
enhance the reader's awareness of methodological issues. The
editors obviously are aware of this and have designed a taxonomic grouping of the titles. It would seem that they have given
this matter some considerable attention and there are thirteen
such groups. Even so, they are not likely to please everyone and
it would be easy to take issue with the rationale for the taxonomic divisions. In selecting their categories, the editors have
indicated their vision of history; for example, why are there
separate groups for historiography, philosophy of history and
the historical rationale? Can evidence and sources be separated
from interpretation and social dimensions? The editors, it
would seem, are not convinced of either: some titles included
under one heading in one section of the book are included in a
different group in the another section.
The book is divided into four parts. The first introduces the
taxonomic groups with summary reference lists. That is, the
works, numbered for cross reference, are listed under a particular group. The next section forms the main part of the book,
with the full reference (and numbered) citation being given. The
third section contains an annotated selected bibliography. The
final, very brief section lists accounting history review and
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method papers. It is unfortunate that this last section is so brief
and any charges of incompleteness may justifiably be laid here.
The broader question concerns the extent to which readers
can be made aware of the methodological issues in undertaking
historical research: the editors have certainly led the horses to
the water, but will (or can) they drink? If they do not, the editors cannot be blamed for they have made every effort to
present the material in a manner they believe will help the
would-be accounting history researcher come to terms with
most of the types of historical research that have become accepted over the years. This is especially true of the annotated
bibliography section, and the editors are to be applauded for the
admirable way they have tackled this immense task. The question, then, is do researchers learn from what others claim is the
way to proceed with research, or is it better for them to see
actual examples of (accounting) historical research and decide
for themselves what is "good" and what is "bad" accounting
history, what is an appropriate approach to their research and
what not? That is, are there universal standards by which accounting history can be judged? If so, who will do the judging accountants or historians?
This work was conceived and completed before the recent
debates on the "new accounting history." Thus, there is no section that deals specifically with this issue. It can be claimed
(unfairly) that the work, therefore, is incomplete. Those with a
predilection for the so-called new accounting history are bound
to find many sections unsatisfactory and even unnecessary, for
example, the references to quantitative methods of historical
research (cliometrics). However, this section would seem to be
one of the most complete: and there are a substantial number of
references for anyone interested in learning how to undertake
research that warrants sophisticated statistical support.
As stated earlier, it is difficult to review a bibliography and
it is easy to find fault with various parts of it. In this work, the
editors have set out to provide a list of references for those
interested in knowing the sorts of standards by which works
purporting to be historical are judged. If the readers of these
historical works are also aware of these standards, accounting
history can only become more rigorous and intellectually demanding. The editors wish to see works on accounting history
become more than mere chronological descriptions, more than
anecdotal curiosities. Thus, they have tried to present a tool for
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accounting history researchers, and they have completed a work
for which they can be proud; one that contains a wealth of
material and which should be in every accounting historian's
collection let alone every institutional library.

Denise Schmandt-Besserat, Before Writing, Volume 1, From
Counting to Cuneiform (Austin: University of Texas Press, 1992,
304 pp., $60).
Reviewed by
Cigdem Solas
Concordia University
Before Writing is a fascinating book on the evolution of
communication in the Near East between 8000-3000 B.C. Much
more than that, it is a book on accounting history itself. It argues that, writing was not, as previously thought, a sudden and
spontaneous invention; the alphabet was not of divine origin as
was believed until 1700s; nor did scripts start with picture writing as was p u t forward during the enlightenment period.
Rather, writing emerged from manipulation of counting symbols.
Denise Schmandt-Besserat presents a unique hypothesis:
Mesopottamian writing emerged from a counting device which
existed at least two hundred years earlier than pictographics.
She argues that tallies, tokens and pictographic tablets represent three distinct phases in the evolution of data processing [p.
166]. The emergence of tallies and plain and complex tokens
reflects the needs of different societies and their specific lifestyles, economics and social organizations. The development of
these societies and their economies and social needs influenced
each phase of prehistoric counting and accounting devices or
reckoning technology.
The first chapter of the book introduces us to previous
theories and arguments about the evolution of writing as well as
introducing its argument on the subject. The following chapters
introduce the token system chronologically and geographically,
tracing its evolution in prehistory. Two of these chapters distinguish between plain and complex tokens and depict their evolution with beautifully photographed illustrations.
The fourth and fifth chapters provide insight into the domestic and public uses of tokens, including their purpose and
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storage as related to the economic and social changes occuring
in the particular society under examination. The analysis establishes that storage of tokens created a need for marking signs on
clay envelopes, which was a new trend in communication and
an immediate step preceding writing itself.
While Chapter Six introduces us to the routine documentation of the impressed tablets (classifying and making available
knowledge as a procedure), the strengths of the book are to be
found in the remaining chapters. Those chapters introduce us to
the author's revolutionary findings and, in particular, the fascinating interpretation of her findings on accounting.
Chapter Seven presents the author's classification system of
the tokens. In this chapter, the author shows that tokens were
concept symbols and, as such, conveyed quantitative as well as
qualitative information. There were various types of tokens each
of which carried discrete meaning. For example, the cone represented a small measure of grain and the sphere represented a
large measure of grain. On the other hand, the number of tokens represented quantitative information about the goods, like
two spheres or three cones. However, they always represented
economic data of some kind, whether agricultural or manufactured goods. Even the repertory of shapes was systematized.
Always cones signified a particular measure of grain. However,
it should be stressed that this was an open classification system
because new signs were added whenever needed. As well, it was
flexible enough to manipulate economic information by facilitating the functions of addition and subtraction. The entire system was based on one-to-one correspondence.
In Chapter Eight, the author argues that the development of
token systems and accounting was not commerce-related, but
emerged as an outcome of the changes in the social structure
and economies of respective societies. For example, in egalitarian societies, individuals had an equal share of resources and
tokens were used to measure and count units for farming and
grain hoarding. Plain tokens satisfied these needs and basically
represented products of the farm. Later the emergence of
ranked societies fundamentally changed the relationship between tokens and the needs of particular social groups in the
society. Suddenly, tokens became devices of rudimentary accounting rather than counting, and complex tokens came to
represent goods manufactured in the city. In ranked societies,
temples acted as a sort of central location where individuals
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made offerings and where collections were redistributed. At this
stage, the function of writing served the purpose of keeping
account of the resources collected at the temple or the palace
and redistribution of this collection. Further, writing as a form
of social control came into practice. Record keeping became
imperative to provide information about the community's
pooled surpluses and their redistribution. Unquestionably, the
temple needed to control both functions, and therefore used
tablets to record receipts. Tablet records contained all the necessary information of a receipt. The change from ranked society to
the formation of the state brought about new social and economic
needs. The state needed a system of continual resource collection
(such as taxes) and needed to calculate the cost of the monuments
which were built. Both kinds of tokens met those needs very well.
After rationalizing the social and economic functions of tokens and the development of communication, the author explains three major phases in the evolution of counting: one-toone correspondence, concrete counting, and abstract counting.
She postulates that writing was the direct outcome of abstract
counting, and suggests that accountants of Uruk IVa themselves
can be credited for devising the two types of signs: numerals
(symbols encoding abstract numbers) and pictographs (expressing commodities) [p. 192].
The book concludes by showing how tokens and tablets illustrated and proved the interconnections between social structure, cognitive skills, economy, technology, mathematics and
communication during 8000-3000 B.C.
Before Writing is indeed a very interesting and valuable
book which makes a major contribution to the field and is of
particular interest to those in the history of accounting. Before
Writing deserves considerable success.

Richard Vangermeersch, (Ed.), Relevance Rediscovered, Volume
III (Montvale, New Jersey: Institute of Management Accountants, 1992, 351 pp., $29.95).
Reviewed by
Lamont F. Steedle
Towson State University
The third and last volume of Relevance Rediscovered, the
anthology compiled by Richard Vangermeersch for the Institute
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of Management Accountants (IMA), enlightens the reader with
yet another sampling of the cost accounting writings of a particular decade in our past. At the same time, we are disappointed knowing that this IMA Classic Series will end with its
publication. It would have been interesting to learn about the
ideas post-1949, a time which is still well before many current
cost accounting academics and practitioners began their study
of the discipline. Why this series was not extended another decade is puzzling.
The current volume, which focuses on the National Association of Cost Accountants (NACA, original name of the IMA)
bulletins and yearbooks from 1939-1949, does not disappoint
the reader. While the initial volume covering the 1919-1929 decade remains this writer's favorite, Volume III is a close second
choice. Clearly choosing a favorite volume reflects more on the
issues of the times rather than the individual choices of the
editor. Professor Vangermeersch always seems to select a mix of
25 significant articles that provide a broad area of topics, and
he continues to provide stimulating and interesting introductory
comments that relate the works to modern everyday problems.
What is most significant, however, is that each of the volumes in the trilogy contains a handful of gems among its 25
collected works. In this volume, these articles are: (54) "The
Nature of Cost and Its Uses" by Wyman P. Fiske, which reviews
four different cost concepts and relates them to five different
costing applications; (55) "Accounting for Materials and Related
Procedures" by the Systems and Methods Study Group of the
New York City Chapter of NACA, which is a summary of existing procedures and methods in use in accounting for materials;
and, (57) "Accounting by Causes Vs. Accounting by Accounts"
by Joseph B. Copper, which proposes a different approach to
variance analysis that looks similar to some of the newer activity management systems being proposed today.
When one first encounters the initial volume of this series,
there is both anticipation and skepticism because of the claim
that this volume will contain "the great accounting ideas of the
past, to help you solve today's and tomorrow's problems." Not
every work in the trilogy fulfilled this, but perhaps two out of
every three did. Management accountants, academics and practitioners alike, should avail themselves of this resource. The reason to do so is well defined by Professor Vangermeersch:
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Our profession has to be more concerned with past literature, especially in light of our national quest to become competitive again and our reexamination of our
m a n a g e m e n t a c c o u n t i n g r o o t s b r o u g h t a b o u t by
today's completely automated factory. Let this past literature light our way to the future [Vol. III, p.7].

S. A. Zeff, F. VanderWel, and C. Camfferman, Company Financial Reporting: A Historical and Comparative Study of the Dutch
Regulatory Process, (New York: Elsevier Science Publishing Co.,
1992, 450 pp., $85).
Reviewed by
Kathleen E. Sinning
Western Michigan University
Although the Dutch have a keen awareness of developments
in financial accounting outside their country, few non-Dutch
accounting scholars know much about the evolution of Dutch
financial reporting because little concerning it has been written
in English. Company Financial Reporting: A Historical and Comparative Study of the Dutch Regulatory Process closes that gap.
The authors have done a masterful job of analyzing the events
leading to the current state of financial reporting in the Netherlands and providing the reader with a concise but thorough
review of the economic, legal, political, and cultural environment in which the Dutch regulatory process has developed.
In the first chapter, the organizations, individuals, attitudes,
and traditions that have shaped the Dutch regulatory process
are introduced. The Dutch capital markets, the principal employer and employee federations, company law, and the evolution of the auditing profession are also examined.
Freedom in financial reporting has been a hallmark of
Dutch accounting since the passage of the first company law.
Over time, as changes occurred in the Dutch business climate,
in the regulation of the Dutch auditing profession, and in the
international accounting arena, attitudes toward financial reporting were modified. Chapters Two through Six of Company
Financial Reporting analyze the events leading to the current
state of financial reporting, in chronological order, beginning
with the first attempts to regulate limited companies in the late
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nineteenth century. The chapters are organized around major
initiatives to improve financial accounting.
Since there is very little literature on Dutch accounting history, the authors relied extensively on original source material
including parliamentary proceedings, court decisions, confidential minutes of committee meetings, committee reports, comment letters to exposure drafts, newspaper and magazine articles and editorials, speeches, and 90 interviews with key
people involved in the regulatory process. The chapters contain
a wealth of detail including the names and backgrounds of committee members, contents of exposure drafts and final guidelines, and reactions by businesses, the financial press, and the
auditing profession to proposals and reports. The result is a
lively account that does not merely outline the events that occurred, but reflects on the personalities, motives, and power
struggles behind the actions.
Despite more than a century of activity aimed at improving
financial reporting, Dutch companies still enjoy great flexibility
in accounting practice. Compliance with recommended standards beyond the legal requirements is still not enforced. In
Chapter Seven, the regulatory process in the Netherlands is
compared with that in the United Kingdom and the United
States. Differences in the legal systems, national cultures, and
capital markets are examined to help explain the differences in
the development of financial reporting requirements in each
country.
The Netherlands is a country in which "progress is made
through consensus and compromise" [p. 3]. The authors feel
that an unfortunate consequence of the consensus approach in
financial reporting regulation is that the guidance it produces is
characterized by "ambivalence and the lack of clear direction"
[p. 373]. In the final chapter of the book, they make specific
recommendations for policy and procedural changes including
strengthening the political process for promoting improvement
in financial reporting and having the Dutch auditing profession
and members of academe take a leadership role in setting
norms of financial reporting.
Although Company Financial Reporting is a richly detailed
study of the efforts to advance and reform financial reporting in
the Netherlands, its analysis of the factors influencing the regulatory process makes it a valuable resource for any accounting
scholar interested in financial accounting.
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